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Current Trends 


Interest rates continued to rise in the mid-January FHLMC conventional-mortgage 


weekly purchase program. The rate of 9.190 percent was 0.290 percent higher than the 
December 1977 sale. 


At the recently-concluded Annual Meeting of the National Association of Home 
Builders in Dallas. . . there seemed to be a general air of uncertainty about housing activity in 
1978. While most experts were ‘cautiously optimistic’...a few were expecting an excellent 
year. Dr. Herbert Stein. .. who headed the Council of Economic Advisers during part of the 
Nixon Administration. .. and considered by many to be a conservative. .. is expecting 1978 
starts to exceed 2 million. . . higher than the 1.98 million figure for 1977. 


Latest reports showing a slight drop (1.8 percent) in permits for future construc- 
tion. .. presages a somewhat smaller volume in early 1978. Michael Sumichrast... NAHB 
Chief Economist. . . predicts that rising interest rates and slowing inflow of savings deposits at 
thrift institutions will mean a housing production in 1978 of approximately 1.8 million 
units...in contrast to the almost 2 million in 1977. “The near-term future remains 
clouded,” he said. 


* 
Neighborhood Revitalization Program Announced 


HUD has offered the Nation’s cities... both large and small. ..a direct approach to 
neighborhood revitalization, and earmarked $78 million in subsidies to help them rehabilitate 
20,000 units. 


Secretary Harris said the Department will be inviting eligible cities to designate 
neighborhood strategy areas and to target a combination of Federal, State, and local 
resources to assure that both housing and municipal services are improved. 


Purpose of the new effort... Secretary Harris said, is “to help local governments 
design and carry out a well-developed coordinated program for neighborhood revitalization 
and housing rehabilitation.”’ The move also implements a pledge the Secretary made last July 
“to avoid removing the poor in the name of revitalization.” 


Tenants who want to stay in their improved apartments will be able to do so... and 
landlords who need higher rents to meet their operating expenses can apply to HUD for 
additional subsidy amounts to meet those expenses. 


The 20,000 units will generate some $300 million in housing rehab work. . . according 
to Mrs. Harris. 


Eligible strategy areas are those where a concentration of HUD and other resources 
can produce a viable neighborhood within 5 years. HUD Assisted Housing Funds will come 
from the Department’s Section 8 Substantial Rehabilitation Program. Cities eligible to 
nominate these areas for HUD approval must themselves be applying for, or receiving aid 
under the Department’s Community Development Block Grant Program. 





HUD Re-Energized, Says Secretary 


Appearing before the Senate Committee on Banking, Housing, and Urban Af.- 
fairs... Secretary Harris said HUD has been “re-energized” to meet the needs of American 
cities. . . large and small. 


She told the Committee that when she took office a year ago, she found the 
Department lacked the “energy, direction, and will required to carry out the mandates of the 
Congress,’ but did have “enormous potential for good. Actions we have taken during the 
past 12 months to re-energize HUD, set it on a course consistent with these mandates.” 


The Department is now proceeding on a direct course to carry out its mission of a 
decent home and a suitable living environment for al] Americans. 


The Secretary asked Congress to remember the pledges she had made a year ago: that 
she would be the spokesperson for the poor, the ill-housed, and the cities; that standards set 
by Congress for use of the Block Grant Program would be followed by local communities; 
that housing subsidies would be used to their full potential; and that she would be 
committed to revitalization of central cities through rehabilitation and new construction. 


Citing the Housing and Community Development Act of 1977... she reminded 
Congress that she would seek its counsel and help to improve the Nation’s Housing and 
Community Development policy. 


5 “This legislation...in which we all may take pride...has given-HUD tools to 
confront some of the most pressing problems we inherited,” the Secretary said. 


It has given HUD: 


e a dual formula for Block Grants to target funds to areas of greatest need without 
causing any city entitled to funds to suffer; 


e more productive involvement with the private sector by making economic develop- 
ment possible under Block Grants and essential under the new Action Grant Program; 


e greater capacity to meet the needs of smaller cities through multi-year funding, for 
comprehensive proposals, and through simplified paperwork requirements. In _ addi- 
tion. .. $100 million in Action grants each year will go to cities under 50,000 in population. 


e increased housing assistance to middle-income families through higher FHA mort- 
gage limit and lower downpayments and a permanent Graduated Payment Mortgage Plan to 
help younger families with limited current income to buy a home. 


Actions taken by HUD have further directed Community Development Block Grant 
funds to benefit low- or moderate-income persons and aid in the prevention or elimination of 
slums or blight. .. and there is “an increasing perception among HUD grant recipients that we 
intend to carry out both the letter and the spirit of the law,” the Secretary said. 


As a result...177>communities have reprogrammed roughly $45 million in Block 
Grant Funds into 488 projects. more directly beneficial to the disadvantaged...and an 
additional 143 have been required to submit further documentation justifying $74 million in 
745 projects. 


> 


“It has not been our intention to intrude upon local prerogatives,” she said, “but 


Congress never intended the program to be a blank check.” 


The Secretary stressed that HUD is requiring eommunities to live up‘to their plans to 
provide housing assistance to low- and moderate-income residents. Before communities can 
receive their Block Grant Funds, they must submit assisted housing plans which reflect the 

projected need in the community for housing. 
(continued) 





HUD Re-Energized-Cont’d) 


“We have made it plain that housing assistance plans are not to be regarded as 
meaningless bureaucratic exercises, but must represent a serious effort on the part of the 
community to meet identifiable housing needs. The Department has ‘married’ the Housing 
Programs with Community Development Programs and they now work as Congress intended: 
together. .. to meet local needs.” 

Statistics on HUD subsidized housing programs show that HUD is once again 
producing homes for deprived families in meaningful numbers. In 1977...a total of more 
than 118,000 subsidized housing starts were begun under substantial rehabilitation or new 
construction phases of HUD’s Section 8 and Public Housing Subsidy Programs. This 
momentum will be sustained to reach a higher level of production in 1978. 


Initiatives for 1978 include the revised Section 235 Interest Subsidy Program, for 
low- and:moderate-income, with reduced interest rates. .. and lowered downpayments. 


GNMA’s Tandem Plan will commit $2 billion for Section 8 rental units. ..and will 
attempt to purchase loans bearing interest rates as low as 7% percent. This will get 
lower-income housing off the ground quicker and in a greater volume than previously to 
make good apartments available to families unable to move into housing at the market rate. 

FHA has been invigorated and had its most active year since 1972. More than 
313,000 families were able to obtain mortgage loans totaling $8.1 billion in 1977 with the 
help of FHA Mortgage Insurance Programs. Also...$2.9 billion in multifamily project 
mortgages were insured. . . covering 135,000 units. 


“This success can be attributed. ..in part. ..to a change in attitude, an emphasis on 
the importance of program delivery which had been lacking in recent years. While working to 
increase the production of the Department...HUD has never lost sight of its equal 
commitment to quality and sound management.” Although stressing production in 
1977... the Department has not neglected its responsibility “for devising a workable plan for 
getting and keeping the Federal Government out of the ‘slumlord business’ through 
management initiatives in the early stages of project development, stressing early identifica- 
tion of problems to fulfill our long-term responsibility for the housing we develop. 


Other HUD initiatives have clustered critical staff skills in HUD’s Field Offices and 
strengthened the links between Community Development and Housing; the Office of 
Legislative Affairs has been expanded to include a small Intergovernmental Relations staff to 
provide a 2-way flow of communications between the Department and State and local 
elected leaders. 

An Office of Independent Living has been established to respond better to the needs 
of the 40 million handicapped citizens of the country. 


The special needs of native Americans will be better served in HUD by the 
appointment of a Special Assistant for Indian and Alaska Native Programs, and HUD is also 
working closely with other Federal agencies to coordinate the programs aimed at these needs. 


2 : Me 
The varied problems and potentials of neighborhoods are now being closely examined 
by an Assistant Secretary for Neighborhoods, Voluntary Associations, and Consumer 
Protection . 


Finally. . . Secretary, Harris stressed her efforts to open up employment opportunities: 
“Women and minorities make up 50 percent of all HUD’s executive level and non-career 
appointments,” Secretary Harris said. 

* 


New Publication 


Handbook of Municipal Administration and Engineering. .. written by William S. 
Foster, former editor of American City Magazine. The Handbook contains a special section 
on/dealing effectively with municipal labor unions, together with other valuable chapters of 
interest to both the novice and experienced professional. 512 pages. . . 326 illustrations. 
Available for $24.50 from McGraw-Hill Book Company, 1221 Avenue of the Americas, New 
York, New York 10020 (212/997-2486). 





GNMA Low-income Program Begins 


On February 16...HUD’s GNMA will initiate its new $1.5 billion Mortgage Purchase 
Program to support production of Low-Income Rental Housing. 


The window for receiving mortgage purchase commitment applications under the 
GNMA Program 25 will open earlier than previously announced. 


Program guidelines have been mailed to potential Program participants. The Federal 
National Mortgage Association (FNMA) will administer Program 25 for GNMA. 


Under the Program...GNMA will assist in the production of 50,000 new and 
substantially rehabilitated housing units for low- and moderate-income families under HUD’s 
Section 8 Rental Assistance Program. 


The financing provided by GNMA through the purchase of mortgages bearing an interest 
rate as low as 7% percent, will enable developers to build projects that otherwise would not be 
economically feasible. 


* 
FYI 


National Housing Conference. .. 47th Annual Convention. .. Washingtion, D.C., March 
5-6. Details: NHC, 1126 16th St., N.W., Washington, D.C. 20036 (202/223-4844). 


Government Information Services... Four Seminars: Energy Programs—A Look 
Ahead. .. Public Service Jobs and Training... Grantsmanship and Carter’s New Urban Pol- 
icy...and Federal Funding for Local Programs... Atlanta, February 15-17; Chicago, March 
8-10; San Francisco, March 15-17; and Dallas, March 22-24. Details: GJS, 725 National Press 
Bidg., N.W., Washington, D.C. 20045 (202/638-5095). 


American Land Development Association. . Specialized Seminars. . . Financing, Market- 
ing, and Selling Your Project, St. Louis, March 14-16; and Land and the Law IV, 
Washington, D.C., May 18-20. Details: ALDA, 1000 16th St., N.W., Suite 605, Washington, 
D.C. 20036 (202/659-4582). 


Assistant Secretary for Administration, U.S. Department of Housing and Urban 
Development... Patricia Roberts Harris, Secretary...James C. Biller, Editor. 
Subscription rate $12.50 per year, domestic...$15.65 foreign. Address all 
communications regarding subscriptions, change of address, etc. to the Superintendent 
of Documents, Washington, D.C. 20402. The Secretary of HUD has determined that 
the publication of this periodical is necessary in the transaction of the public business 
required by law of this Department. Use of funds for printing this periodical has been 
HUD-318-319-ASI approved by the Director of the Office of Management and Budget through 
February 13, 1978 ‘September 30, 1979. 
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